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PUSTORINO
PUGLISI
CO.LLP

CERTIFIED PUBLIC ACCOUNTANTS
488 MADISON AVENUE

NEW YORK NEW YORK 10022

212 832.1110

INDEPENDENT AUDITORS REPORT

Board of Directors

Blue Capital Securities Inc

We have audited the accompanying statement of financial condition of Blue Capital Securities Inc The

Company as of December 31 2009 This financial statement is the responsibility of the Companys

management Our responsibility is to express an opinion on this financial statement based on our audit

We conducted our audit accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the fmancial statement is free of material misstatement An audit includes consideration of internal

control over fmancial reporting as basis for designing audit procedures that are appropriate in the

circumstances but not for the purpose for expressing an opinion on the effectiveness of the Companys

internal control over financial reporting Accordingly we express no such opinion An audit includes

examining on test basis evidence supporting the amounts and disclosures in the statement of fmancial

condition An audit also includes assessing the accounting principles used and significant estimates made

by management as well as evaluating the overall statement of financial condition presentation We believe

that our audit of the statement of financial condition provides reasonable basis for our opinion

In our opinion the statement of fmancial condition referred to above presents fairly in all material

respects the financial position of Blue Capital Securities Inc as of December 31 2009 in conformity with

accounting principles generally accepted in the United States of America

LQ
PUSTORINO PUGLISI CO LLP

New York New York

February 23 2010



BLUE CAPITAL SECURITIES NC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2009

AS SETS

Cash and cash equivalents

Due from broker

Investments at fair value Note

Commissions receivable

Due from stockholder

Prepaid expenses

Office furniture and computer equipment

net of accumulated depreciation of $205791

Leasehold improvements at cost

net of accumulated amortization of $57172

Other assets

4629

33794

214881

68205

27700

39819

15539

874

61699

Total Assets

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Accounts payable and accrued expenses

467140

107926

Stockholders Equit

Common stock $1.00 par value

Authorized 1000 shares

Issued and outstanding 1000 shares

Additional paid in capital

Accumulated deficit

1730447

1372233

Total Stockholders Equity

Total Liabilities and Stockholders Equity

359214

467140

The accompanying notes are an integral part of these financial statements

1000
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BLUE CAPITAL SECURITIES INC

NOTES TO FINANCIAL STATEMENT

DECEMBER 31 2009

Note Significant Accounting Policies

Blue Capital Securities Inc the Company is registered securities broker and dealer under the Securities

Exchange Act of 1934 with membership in the Financial Industry Regulatory Authority FINRA and the

Securities Investor Protection Corporation SIPC It operates out of its sole office in New York City NY

The Company acts as an introducing broker and all transactions for its customers are cleared through and

carried by JP Morgan Chase on fully disclosed basis Accordingly open customer transactions are not

reported in the accompanying statement of fmancial condition

Basis of Presentation

The Company keeps its books and prepares its financial statements on the accrual basis of accounting in

accordance with accounting principles generally accepted in the United States of America

Investments

Investments are carried at fair value pursuant to the fair value accounting standard See Note Interest

income is recognized as income when earned Realized gains and losses on investments are determined on

specific
identification basis and together

with unrealized gains and losses are credited or charged to

income Transactions in securities owned and the related revenues and expenses are recorded on trade-

date basis

Depreciation and Amortization

Depreciation and amortization of property and equipment is provided by application of the double-declining

balance method over the estimated useful lives of the respective assets

Cash and Cash Equiva1

For purposes of the statement of cash flows the Company considers all highly liquid debt instruments

purchased with an original maturity of three months or less to be cash equivalents

Revenue Recognition

The Company recognizes commissions as earned on trade date basis

Use of Estimates

The preparation of fmancial statements in conformity with generally accepted accounting principles in the

United States requires management to make estimates and assumptions that affect the reported amounts of

assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements

and the reported amounts of revenues and expenses during the reporting period Actual results may differ

from those estimates

-3-



BLUE CAPITAL SECURITIES INC

NOTES TO FiNANCIAL STATEMENT

DECEMBER 31 2009

Note Significant Accounting Policies Continued

cprporate Income Taxes

The Company is an Corporation for federal and New York State purposes As result any such

income taxes are the responsibility of its sole shareholder The Company is subject to New York City

corporate income taxes Deferred income tax benefits applicable to net operating loss carry-forwards have

been fully reserved due to the uncertainty of future taxable income See Note

The Company has adopted the uncertainty in income tax accounting standard This standard provides

applicable measurement and disclosure guidance Adoption of this standard had no effect on the Companys

financial statements

Note Valuation of Portfolio Investments

The Company utilizes fair value measurements to determine the value of its investments Various inputs

used under this method are summarized in the three broad levels listed below

Level quoted prices in active markets for identical securities

Level other significant observable inputs including quoted prices for similar securities interest

rates prepayment terms credit risk etc

Level significant unobservable inputs including the Companys own assumptions in

determining the fair value of investments

All of the Companys investments are Level summarized as follows

Fixed maturities greater than five years

U.S Treasury and Agencies $112285

Certificate of Deposits 25000

Equities
77596

Total investments $214881

Note Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule Rule 5c3-1 which requires the

maintenance of minimum net capital as defined of the greater of $50000 or one-fifteenth of aggregate

indebtedness as defined As of December 31 2009 the Company had net capital of $202389 which

exceeded its requirement by $152389 Additionally the Company must maintain ratio of aggregate

indebtedness to net capital of 151 or less As of December 31 2009 this ratio was .531

The Company is exempt from the provisions of SEC Rule 5c3-3 under sub-paragraph k2ii as all

customer accounts as defined are carried by clearing broker

-4-



BLUE CAPITAL SECURITIES iNC

NOTES TO FINANCIAL STATEMENT

DECEMBER 31 2009

Note Income Taxes

The Company has available to it net operating loss carry-forward of approximately $115000 to offset

future NYC corporate income

At December 31 2009 the Company has recorded deferred tax asset of approximately $10000

valuation allowance is recognized against deferred tax assets if it is more likely than not such asset will not

be realized in future years Accordingly valuation allowance of $10000 has been recorded against the

deferred tax asset The ultimate realization of deferred tax asset is dependent upon the generation of

future taxable income Due to the difficulty in assessing the level of future taxable gains against which the

deferred tax assets could be utilized valuation allowance for the full amount of the deferred tax asset has

been recorded In addition current market conditions could adversely affect income

The Company has not recorded tax liability for uncertain tax positions

Note Commitments and Contingencies

The Company is obligated under lease agreement for office space expiring January 2015 Future

aggregate annual minimum rental payments due under the lease are as follows

Year ending December 3j

2010 70252

2011 70252

2012 70252

2013 75206

2014 75646

Thereafter 6305

Total $367913

Note Off-Balance Sheet Risk

Pursuant to clearance agreement the Company introduces all of its securities transactions to its clearing

broker on fully-disclosed basis All of the customers money balances and long and short security

positions are carried on the books of the clearing broker In accordance with the clearance agreement the

Company has agreed to indemnify the clearing broker for losses if any which the clearing broker may

sustain from carrying securities transactions introduced by the Company and must maintain at all times

net capital of not less than $150000 In accordance with industry practice and regulatory requirements the

Company and the clearing broker monitor collateral on the customers accounts In addition the receivable

from the clearing broker is pursuant to the clearance agreement

-5-



BLUE CAPITAL SECURITIES INC

NOTES TO FINANCIAL STATEMENT
DECEMBER 31 2009

Note Concentrations

The Company maintains all of its cash in major bank which cash balance at times may exceed federally

insured limits The Company has not experienced any losses in such account and believes it is not subject

to any significant credit risk on cash

Note Related Party Transactions

The amount due from stockholder represents an interest free advance from the Company

Note Subsequent Events

For disclosure purposes in the financial statements the Company has evaluated subsequent events through

February 23 2010
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IFIED PUBLIC ACCOUNTANTS
488 MADISON AVENUE

NEW YORK NEW YORK 10022
212 832.1110
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To the Board of Directors of

Blue Capital Securities Inc

In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 we have

performed the procedures enumerated below with respect to the accompanying Schedule of

Assessment and Payments Assessment Reconciliation Form SIPC-7T to be filed

with the Securities Investor Protection Corporation SIPC for the Year Ended December 31
2009 which procedures were agreed to by Blue Capital Securities Inc and the Securities and

Exchange Commission Financial Industry Regulatory Authority Inc and SIPC solely to assist

you and the other specified parties in evaluating Blue Capital Securities Inc.s the Company
compliance with the applicable instructions of the Transitional Assessment Reconciliation Form
SIPC-7T Blue Capital Securities Inc.s management is responsible for the Blue Capital

Securities Inc.s compliance with those requirements This agreed-upon procedures engagement
was conducted in accordance with attestation standards established by the American Institute of

Certified Public Accountants The sufficiency of these procedures is solely the responsibility of

those parties specified in this report Consequently we make no representation regarding the

sufficiency of the procedures described below either for the purpose for which this report has

been requested or for any other purpose The procedures we performed and our findings are as

follows

Compared the listed assessment payments in Form SIPC-7T with respective cash

disbursement records entries on the Companys general ledger and underlying bank

statements noting no differences

Compared the Total Revenue amounts on the audited Form X-17A-5 for the year ended

December 31 2009 less revenues reported on FOCUS reports from January 01 2009 to

March 31 2009 with the amounts reported in Form SIPC-7T for the year ended

December 31 2009 noting no differences

Compared any adjustments reported in Form SIPC-7T with supporting schedules and

working papers as follows

Compared the deduction on line clearing fees to clearing fees charged by the

Companys clearing firm and recorded in the Companys books and records for

the period April 2009 to December 31 2009 as well as totals from the

appropriate FOCUS reports noting no differences

Compared the deduction on line investment income to investment income

recorded in the Companys books and records for the period April 2009 to

December 31 2009 as well as totals from the appropriate FOCUS reports noting

no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7T and in the

related schedules and working papers supporting the adjustments noting no differences



We were not engaged to and did not conduct an examination the objective of which would be

the expression of an opinion on compliance Accordingly we do not express such an opinion

Had we performed additional procedures other matters might have come to our attention that

would have been reported to you

This report is intended solely for the information and use of the specified parties listed above and

is not intended to be and should not be used by anyone other than these specified parties

Pustorino Puglisi Co LLP

New York New York

February 23 2010
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